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Section VII. The Cost Conparison Process

3-39. Preparation of the Governnent's |n-House Cost Estinnate.

a. FOA wll use ENG Form 4843A-R, Cost Conparison of In-
House and Contract Performance (RCS CSCOA-116), to docunent the
cost to the Governnent of performng the functions and work in
the PW5 using the in-house organi zation proposed in the
managenent study. The Governnent's in-house cost estinmate al so
establ i shes sone of the costs to be added to the contract price
to arrive at the full cost of contract performance. Procedures
for devel opi ng the Governnent's in-house cost estimate are in
Appendi x E. Gui dance on conputation of severance pay is
contai ned in paragraph 3-52. The cost of performng
Governnment al , excepted or exenpted functions, or the cost of the
resi dual organi zati on which would be inplenented in case of a
contract decision, will not be included.

b. The managenent study, to include a draft change to the
TDA or ot her manpower manni ng docunent for the MEOQ and position
structures of the in-house organi zation and the residual staff
necessary to manage the function under contract nust be approved
before the Governnent's in-house cost estinate can be conpl et ed.
Those docunents are procurenent sensitive and shoul d be
pr ot ect ed.

c. Preparation of the Governnent's in-house cost estinmate
should be a team project. The team should be conposed of CA
program resource, and functional managers; the Personnel
O ficer; technical experts for the function(s) under study; and
cost engineers. No person who nay benefit or may be affected
adversely by the results of a CA study will take part in
devel opi ng the Governnent's in-house cost estimate or eval uation
and sel ection of contractors' bids or offers. No person wll
take part in calculating the Governnment's in-house cost estimate
or evaluation and selection of contractors' bids or offers until
he has reviewed his responsibilities under AR 600-50.

d. Persons involved in calculating the Governnent's in-house
cost estimate will not discuss their activities or findings with
unaut hori zed persons. Unauthorized persons include persons
out si de the Governnent and Gover nnment Personnel i nvolved in
acqui sition duties or the evaluation of contractors' bids or
Eroposals related to the CA study. Also included is anyone whose

now edge of the Government's in-house cost estimate could
conprom se the confidentiality
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of the in-house costs and the i ndependence of potenti al
contractors' bids or offers. This restriction on di scussion
remains in effect until announcenent of the initial decision and
rel ease of the Governnent's in-house cost estimate and rel at ed
material to the interested parties.

e. Standard cost factors to be used in the cost conparison
process are prescribed in the CCH in this regulation, and in
periodi ¢ gui dance issued by letters and nessages. Deviation from
prescribed factors is permtted only under certain circunstances,
must be docunented carefully, and recei ve HQUSACE approval in
nmost cases. Most deviations in studies with DODfunded enpl oyees
must gain final approval of HQDA (see AR 5-20 dated 20 Cct ober
1986, paragraph D-2). USAAA requires these MACOM wai vers in
their audits of studies involving nore than ten FTE and CEAQ
whi ch is responsi ble for auditing Corps CA studies of activities
wth ten or fewer FTE, also requires these waivers. Standard
cost factors result in consistent application of rules on al
studies and mnim ze the frequency and probabl e success of
enpl oyee or private conpany appeals that studies were not carried
out in conpliance wth those rules. The nost fertile grounds for
?uch appeal s exi st when there are deviations from standard

act ors.

f. In-house cost elenents will be based on the nobst current,
rel evant data that can be obtained. The cost of future years
performance will be projected based on this data. Personnel
costs wll be based on the general schedule (GS) and wage board
(WB) rates that will be in effect, according to current
assunptions, at the tine of bid opening or closing dates for
recei pt of best and final offers. Estinmates of non-personnel

costs that are based on historical information generally will be
estimated by using the last 6 to 12 nonths of avail able
accounting reports. Fewer than 12 nonths will be used only with

seasonal work for which there are no significant costs for sone
mont hs. Docunented exceptions to this policy my be nade if
current cost data is not available or does not reflect a nornal
operating |level to project CA costs. (See paragraph E-4 on
docunent ati on of the Governnent's in-house cost estimate.)

g. If mandated changes to inflation factors, pay rates,
and other relevant factors occur after USAAA or CEAO revi ew
but before bid opening or closing date for best and final
offers, then the cost data nust be revised. The revisions
to the original estinmate should be prepared on a
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separate schedul e show ng the revised costs and the authority for
change (for exanﬁle, new i nfl ation factors or new GS ﬁay rates
transmtted by the Conptroller of the Arny (COA)). The

mat hemati cal conputation of these changes should then be verified
by an i ndependent party such as the FOA Audit O fice/lnternal
Review O fice. A schedule showi ng the revisions should be
attached to the original ENG Form 4843A-R used at bid opening and
delivered to the Contracting Oficer. Reverification by USAAA or
CEAO i s not required.

h. The person preparing the estimate (or the team chief)
signs and dates ENG Form 4843A-R in the "I n-house Estimate
Prepared By" itemof the estimate. The conpl eted esti nate,
supporting docunents, the PW5, the managenent study,
and the solicitation and all amendnents are then provided to
USAAA for review of activities involving over ten FTE or to CDR
USACE (CEAO) WASH DC 20314-1000 for review of smaller activities.

3-40. | ndependent Review of the Governnent's | n-House Estinate.

a. USAAA or CEAOwW I be notified when work begins on the
Governnent's in-house cost estinate. The conpleted estimte for
a single function activity nust be provided to USAAA or CEAO at
| east 60 days before it is due to be submtted to the Contracting
O ficer for bid opening/conduct of the cost conparison. If the
estimate is for a multifunctional activity, the estinmate nust be
provi ded to USAAA or CEAO at | east 120 days before it is due to
the Contracting Oficer for the cost conparison/bid opening.

b. The tine and effort required for the independent review
of a Government in-house cost estimate is determ ned by the
auditor, taking into consideration the adequacy of the supporting
docunent ati on provided. The study team should develop a table
cross-referencing the MEO and the PW5 to identify any work not
i ncluded in both docunents. The docunentation provided shoul d be
sufficient to require no additional interpretation by the
i ndependent reviewers. Therefore, the FOA should furnish, for
prelimnary review, the PW5 nmanagenent study, ENG Form 4843A-R
and the conpleted CA Audit Checklist, Figure 3-6 (RCS exenpt: AR
335- 15, paragraph 5-2e(1)) to the regional USAAA office for
studies of activities wth over ten FTE, or to CEAO for studies
of ten or fewer enployees. The use of the Commercial Activities
System (CAS) for generation of the
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cost conparison formis mandatory for all studies requiring

revi ew begi nning after 1 Novenber 1986. For studies of ten and
under FTE, the FOA may request a HQUSACE wai ver of this

requi renment. The i ndependent reviewers will schedul e an audit
after conpleting the prelimnary review of the required materi al.

c. USAAA or CEAO substantiates the currency, reasonabl eness,
accuracy, and conpl eteness of costs that can be determ ned before
bi d opening. These reviewers al so ensure that the Governnent's
i n-house cost estimate is based on the sanme PW5 as i s contai ned
inthe solicitation. |f USAAA or CEAO notes any di screpancies
not invol ving managenent decisions or interpretation inits
review of the Governnent's in-house cost estimate, these
di screpancies will be resolved with the preparer of the estinate.
| f the discrepancies cannot be resolved at the FOA, they are
referred to HQUSACE. Correspondence on di screpancies wl |
include only the cost elenents in question, not the entire
estimate. In no case wll the Governnent's in-house cost
estimate be submtted to the Contracting O ficer with unresol ved
di screpancies that affect any of the cost el enents.

d. After conpleting its review of the Governnent's in-house
cost estimate, PW5, and managenent study, USAAA or CEAO wil |
prepare a report noting the review ng agency's opinion on the

reasonabl eness of the estimted costs. The audit entity wll sign
the ENG Form 4843A-R and attach a signed copy of the report. The
preparer of the Governnent's in-house cost estimate will deliver

the estimate, the independent audit report, and sunmari zed
supporting data to the Contracting O ficer in a seal ed envel ope.
The estinmate nmust be given to the Contracting Oficer by the
requi red subm ssion date for bids or initial proposals from
contractors.

e. Changes in workload and m ssion requirenments may require
changes to be made in the PWs. |f so, PW5 changes that cause
changes in the Governnent's in-house cost estinmate require a
subsequent review by the original auditing activity.

3-41. Conpletion of the Cost Conparison/lnitial Decision.

a. Seal ed bidding and conpetitive negotiation.

(1) FOA w il keep CDR USACE (CERM MC) infornmed of the
currently schedul ed bid openi ng date/cost conparison
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date at all tinmes. HQUSACE confirns this date with the FOA one
week prior to the schedul ed date. FOA will inform HQJUSACE t he
day the initial decision is nade whether the outcone is to go
contract or to keep the function in-house. This is acconplished
by tel ephone (RCS exenpt: AR 335-15, paragraph 5-2c(3)).

(2) An appeal may be filed under either type of procurenent
within the 15-day tine period. |If a decision of the appeal board
or resolution of protests changes the cost of in-house or
contract performance, the cost conparison will be reconputed. If
this reconputation reverses the original decision, the directly
affected parties will be given another chance to submt appeals.
After all appeals and protests are resolved, the FOA will prepare
the final decision docunentation according to paragraph 3-55.
When HQUSACE i ssues cl earance to end the CA study, the
Contracting Oficer will, depending on the final decision,
aut hori ze the contractor to proceed on the conditioned award
contract, or cancel the conditioned award contract or cancel the
solicitation if a contract was not awarded.

(3) Aconplete record of the CA study wll be made avail abl e
to interested parties upon request. The record will be retained
inthe FOA files for five years or until conpletion of a later CA
study of the activity, whichever occurs first.

(4) For studies involving DOD funded CAs, the information
specified in AR 5-20 dated 20 Cctober 1986, paragraph 4-32a(1l)(a)
t hrough (h) nust be supplied at the tine of 1nitial decision.

b. Seal ed bi ddi ng.

(1) The seal ed envel ope contai ning the Governnent's in-house

cost estimate will be opened and announced at the public bid
opening after all bids are recorded. The cost conparison
conputation will be perforned using the apparent |ow bid. The
conputations will be verified by a qualified person assigned to
the FOA who did not take part in preparing the Governnent's in-
house cost estimate. The Contracting O ficer will announce to

the interested parties the initial decision, which is subject to
the evaluation of bids, to convert or remain in-house. The
abstract of bids, conpleted cost conparison, and supporting data
related to the Governnment's in-house cost estimate w |

i mredi ately be nmade available to interested parties
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for review The interested parties will be inforned of the
aﬁpeal procedures in Section VIII of this chapter and told that
t hey have 15 working days to submt appeals. Al of these

actions should take place at the public bid opening if possible.
Any del ay of any of these actions beyond the day of public bid
openi ng nust receive prior approval from CERM MC

(2) If no clearly acceptable bids are received, neither the
Governnent's estimated cost of in-house perfornmance conputed
usi ng Appendi x E nor the independent Governnent estimate will be
reveal ed. The confidentiality of the Governnent's in-house cost
estimate w Il be safeguarded until it is decided that no further
solicitation will be iIssued (see paragraph 3-43 on the
confidentiality of the Governnent's in-house cost estinmate and
see paragraph 3-42 on resolicitations).

(3) The final decision is reached after all appeals and
protests have been resolved. The FOA wll report the decision to
HQUSACE per paragraph 3-55. HQUSACE wi Il give clearance to end
the CA study; the Contracting Oficer will either award a
contract or cancel the solicitation.

(4) The announcenent procedures in AFARS 5.303 w il be
fol | oned.

c. Conpetitive negotiation.

(1) Contracting Oficers or their designees are responsible
for source selection unless another official is designated as the
source selection authority (see FAR 15.6).

(2) Once the source selection process is conpleted and al
pre-award approval s and cl earances required by procurenent
regul ati ons have been obtained, the Contracting Oficer and the
preparer of the Governnent's in-house cost estimate will conpute
the cost conparison. A qualified person assigned to the FOA who
did not take part in preparing the Governnent's in-house cost

estimate will review and verify the cost conparison conputations.
The FOA Conmander or a designated representative having authority
over all activities in the CA study will approve the initial

deci sion. Cost conparison, verification, and approval are
conducted in private.
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(3) There may be no acceptable proposals. |If so, the
Governnent's in-house cost estinmate will not be opened. The
decision to resolicit or cancel the CA study wll be made

accordi ng to paragraph 3-42.

(4) If the cost conparison is in favor of contract, the
initial decision to award a contract will be reported to HQUSACE
by teIthone (RCS exenpt: AR 335-15, paragraph 5-2c¢(3)). Besides
award cl earance from HQUSACE (CERM MC), other procedures may be
necessary through acquisition channels before award of a
condi tioned contract. These procedures nust be foll owed before
any release of information. After clearance has been provi ded by
HQUSACE, the Contracting O ficer will award a conditioned
contract. As soon as the conditioned award has been nade, the
Contracting Oficer will announce the results of the cost
conparison to all interested parties. The cost conparison
supporting docunents, and nane of the contractor will be nade
avallable to the interested parties. They will be told that the
contract award is conditioned on the outcone of the appeals
process and that they have 15 working days to submt appeals.

(5) If the cost conparison is in favor of in-house
performance, the initial decision wll be reported to HQUSACE by
t el ephone (RCS exenpt: AR 335-15, paragraph 5-2c¢(3)). The
Contracting Oficer will announce the initial decision to the
interested parties. The cost conparison and supporting docunents
wll be nmade available to the interested parties according to
procurenent regulations. The interested parties will be told
t hey have 15 working days to submt appeals.

3-42. Resolicitations after Unsuccessful Initial Solicitations.

a. Asolicitation set aside for small business may fail to
produce a responsive bid or offer froma responsible firmto
conpare to the Governnent's in-house cost estimate. |If so, the
solicitation should be reissued on an unrestricted basis in
accordance with FAR sections 19.506 and 19. 507.

b. When a responsive bid or offer froma responsible firm
cannot be obtained through an unrestricted solicitation or
resolicitation, FOA will assess the possibility of obtaining
responsi ve bids through repackagi ng of the functions, expanded
advertising, or other neans to attract responsive and responsible
private
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firms. The assessnment may indicate that further solicitation is

unwarranted. |If so, FOA may request perm ssion through channels
to CDR USACE (CERM MC) WASH DC 20314- 1000 to cancel the
solicitation. HQUSACE wll then issue clearance to end the CA

study and retain the function in-house (see paragraph 2-5b).

3-43. Confidentiality of the Governnment's | n-house Cost Estimate.

a. Confidentiality of the Governnent's in-house cost
estimate will be protected until the CA study is ended. |If
anot her CA study m ght be made within two years of the concl usion
of the study in which no valid bids or offers were received, the
Governnment's i n-house cost estimate will not be released. |Its
confidentiality will be maintained until announcenent of the
initial decision and rel ease of docunents in the second study
(see AR 340-17 and FO A, section 552, Title 5, U S.C for
addi ti onal gui dance on rel ease of information).

b. A previously studied CA nay be included in a package of
activities for CA study if required for econom c or operational
reasons. However, a new CA study should not be nade until the
Governnment's i n-house cost data made public during the first
study has changed enough to preclude conprom sing the
confidentiality of the Governnent's in-house cost estimte and
i ndependence of commercial bids. Proposals to conduct a CA study
before the fifth fiscal year nust be justified in the CPAS
(paragraph 3-10).

Section VIII. Appealing the Initial Decision

3-44. Appeal s Procedures.

a. Wi nmay appeal. Any interested party may appeal the
initial decision made in a CA study. "Interested party" includes
enpl oyees of the activity under study, unions and other enpl oyee
organi zations representing affected Federal enployees, and
bi dders or offerors who responded to the solicitation.

b. How to appeal. Appeals nust be in witing and are to be
filed with the Contracting Oficer
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